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CANADA AND THE PAYNE BILL. 

BY EDWARD POEEITT. 



In general, the Payne Bill is less hostile to Canada than almost 
any tariff enacted at Washington since the reciprocity treaty was 
abrogated by the United States in 1866. Contrary to expectation 
in Canada, it concedes the right of the Dominion to make tariff 
concessions to Great Britain or to any British colony without sub- 
jecting Canada to the heavy penalties of the maximum rates. It 
also offers reciprocity in coal, which is an obvious advantage for 
the wide stretch of the Dominion that lies between the Province 
of Quebec and the Pacific Ocean. It repeals the duty on iron ore, 
of which the Provinces of Ontario and New Brunswick have 
enormous quantities for export; and, if Canada comes on the 
minimum rates, there will be a more open market in the United 
States for agricultural products from Canada than there has 
been since 1897 under the tariff that is now being revised. 

There was a time when the Liberal party which is now in power 
at Ottawa would have welcomed some of the conditions that are 
offered in the Payne Bill. From 1866 to 1896, Liberals in all 
provinces of Canada were in favor of a return to conditions like 
those which were maintained between the two countries when the 
Blgin-Marcy treaty of 1854 was in operation. But much has hap- 
pened at Ottawa since 1896 — since the days when Cartwright and 
Laurier never made a political speech without denouncing the 
enormities of the Tory National Policy, without declaring that it 
was the policy of the Liberals to return to a tariff for revenue and 
also to establish more neighborly trade relations with the United 
States. Laurier and Cartwright ceased to make speeches in this 
tone, in or out of Parliament, as soon as the Liberals, as a result 
of the general election of 1896, for the first time since 1878, had 
a majority in the House of Commons. 
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Except for a preference for Great Britain, the Liberal Gov- 
ernment in 1897 adopted the National Policy of the Tories in its 
entirety. Since 1897, Liberal Governments have greatly developed 
and extended the National Policy. In so doing, they have cur- 
tailed the preference which was granted to Great Britain in 1897 ; 
and they have also raised a much greater barrier against reci- 
procity with the United States than existed when they took over 
the National Policy from the Tories in 1897. As a result of the 
control of Government at Ottawa by the Liberal party, Canada 
is to-day on a more protectionist basis than at any time since 
Confederation in 1867; and to-day there are in the House of 
Commons not half a dozen members who would support a bill 
for lowering protective duties, or for repealing the bounties to 
the iron and steel and other industries — an integral part of the 
Liberal National Policy — which are now costing the Dominion 
nearly three million dollars a year. 

For Canadian Governments — Dominion and Provincial — the 
Payne Bill as it left the House of Representatives raises three 
distinct problems. Two of these problems — that arising out of the 
maximum and minimum sections, and that arising out of the offer 
of reciprocity in coal — concern the Government at Ottawa. The 
third, which arises out of the Fordney amendment to the lumber 
schedule of the Dingley Act — concerns the Provincial Govern- 
ments which control their own Crown lands. This amendment is 
aimed at the Provincial Government; for it was by the admin- 
istration of its Crown lands that Ontario, between 1897 and 1900, 
countered the Michigan lumbermen who were responsible for the 
affront to the Dominion in the clause of the lumber schedule 
which was intended to prevent Canada from imposing an export 
duty on saw logs in retaliation for the extortionately high duties 
on manufactured lumber from the Dominion. 

From 1897 to 1906, there were two rates in the Dominion 
tariff — the preferential rates for Great Britain and the general 
rate for non-British countries. From 1900 to 1904 the Canadian 
Manufacturers' Association was agitating for higher protective 
duties. Their demand was for a tariff with maximum and mini- 
mum rates — the maximum rates to be as high as those of the 
Dingley tariff. As the general election of 1904 drew near, the 
Laurier Government yielded to this agitation and undertook to 
revise the tariff of 1897, with the promise that in the new tariff 
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there should be maximum and minimum rates — the maximum 
rates to be applicable to countries which in their tariffs dealt un- 
fairly with Canada. The Canadian Manufacturers' Association 
understood this promise to mean a large increase in duties on 
imports from the United States ; and, when the Tariff Commission 
of 1905-6 was on its tour, manufacturers came before it to urge 
duties on the Dingley level as a protection from American com- 
petition. These pleas for higher duties aroused the farmers of 
Ontario, who are well organized in granges and farmers' asso- 
ciations. Within two weeks after the Tariff Commission had be- 
gun its public sessions at Montreal, in November, 1905, the op- 
position of the farmers to Dingley duties had become so strong 
that the Tariff Commission ceased to discuss maximum and mini- 
mum rates; and, as a compromise, there was evolved the existing 
tariff, with its three tiers — the general tariff, the intermediate 
tariff and the British preference. 

In November, 1906, when Mr. Fielding introduced the new 
tariff in the House of Commons, he announced that it was the 
intention of the Government to use the intermediate tariff as a 
basis of negotiation with countries that were prepared to make 
tariff concessions to Canada. Six months later — in May, 1907 — 
Mr. Fielding was in Paris negotiating a commercial treaty with 
France on this basis. The efforts of the Ministers of Finance were 
successful. Parliament at Ottawa at once approved of the treaty 
— the approval being necessary because the concessions in the 
treaty went beyond those authorized in the intermediate tariff. 
It was April, 1909, however, before the French Senate adopted the 
treaty; and so far France is the only country enjoying the ad- 
vantages of the intermediate rates of the Canadian tariff. 

. The situation at Ottawa has thus altered since the Payne Bill 
was reported to the House of Eepresentatives. The change took 
place while the Bill was in the House; and the result is that, 
should the maximum and minimum section be accepted by the 
Senate in its present form, Canada, sixty days after the Payne 
Bill becomes law, will either have to concede the intermediate 
tariff to the United States, or Canadian imports will become 
chargeable with the maximum rates of the United States tariff 
which are much in excess of those of the Dingley Act. 

Duties in the Canadian intermediate tariff are from five to 
ten per cent, below the duties in the general list, to this extent 
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diminishing the protection of the tariff. At the revision of 1906 
there were few Canadian manufacturers who were not granted 
some addition to their protection in response to their petitions. 
Increases ranged from two to five per cent., but they were suf- 
ficient to show the sympathy of the Laurier Government; and 
whether small or large, they were enough to repay the manufac- 
turers for the expense and trouble to which they had gone in the 
agitation for higher duties against British and American ex- 
ports. None the less, the revision of 1906 was in two respects 
a disappointment to the protectionist interests. Manufacturers 
had counted on Dingley rates against the United States ; and they 
were alarmed at the idea of the intermediate tariff being used as 
a basis of negotiation. They had no great dread of Prance; but 
they were nervous lest the intermediate tariff should be granted 
to Germany as an ending to the tariff war which had been going 
on since 1898. 

Especially were the Canadian manufacturers apprehensive lest 
the Government should use the intermediate tariff in. negotiation 
with the United States. They early elicited from the Government 
a statement that there was no intention of making any overtures 
to Washington ; and it is most unlikely that the application of the 
intermediate tariff to the United States would have been broached 
had there been no maximum and minimum rates in the Payne Bill. 

Canadian protectionists are exceedingly well organized. There 
can hardly be two hundred manufacturers in the Dominion who 
are not of the Canadian Manufacturers' Association. Hitherto 
the Laurier Government has been more afraid of the Manufac- 
turers' Association, with its twenty-four hundred members, than 
of all the consumers in the Dominion; and the probability is that, 
if the maximum and minimum section is enacted as it now stands, 
Canadian imports in the United States will be paying maximum 
duties for a long time after the Payne Act has become law. 

Germany began the tariff war that has been going on since 
1S98. It levied its maximum rates on Canadian imports in that 
year because Canada declined to make the same tariff concessions 
to it as were made to Great Britain by the preferential tariff of 
1897. Canada did not retaliate until 1903. In October of that 
year, there went into operation a surtax of one-third on imports 
from Germany. There is no mention of Germany in the Canadian 
Act. It simply provides that "articles which are the growth, 
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produce or manufacture of any foreign country which treats im- 
ports from Canada less favorably than those from other coun- 
tries may be subject to a surtax" of one-third of the duties in 
the general tariff. The surtax was imposed by order-in-council — 
that is, by the administrative action of the Government; and it 
would seem that, if the United States put the maximum duties 
of the Payne Bill in force against imports from Canada, it would 
be open to the Government at Ottawa, without further powers 
from Parliament, to pass an order-in-council imposing the sur- 
tax on imports from the United States, and a tariff war with wide- 
spread disastrous results to exporters and consumers in both coun- 
tries would ensue. 

Should there come a conflict between the two countries over 
the maximum duties, there would be no immediate action at Ot- 
tawa in connection with the offer from Washington of reciprocity 
in coal. Every province except Nova Scotia would be benefited 
by free trade in coal, for the existing duty in the Dominion tariff 
in the interest of the coal operators of Nova Scotia is now costing 
the Dominion three and a half million dollars a year. Since 
1879 there has been a duty on bituminous coal, not as a revenue 
duty, but with the avowed object of holding the Canadian market 
for the Nova Scotia mines. Liberal as well as Tory Governments 
have maintained the coal duty to this end ; but, after thirty years 
of persistence, it has been found impracticable to force Nova 
Scotia coal into use in Ontario. That province still draws its 
increasing supplies from the United States; and all that the 
coal duty has effected has been to secure for the Nova Scotia 
operators the larger part of the bituminous coal business of 
Montreal and the Province of Quebec. These operators are not 
sanguine that, under reciprocity, they could market as much coal 
in New England as they now do in the French Province; and, 
until they are satisfied on this point, there will be no reciprocity 
in coal, for Nova Scotia can always obtain any tariff or bounty 
concession from the Dominion Government on which the members 
from the province are agreed. It is a small province ; but directly 
or indirectly — by tariff duties or by bounties — it has had sufficient 
influence at Ottawa to lay the other provinces under tribute to 
the amount of five or six million dollars a year. 

The obnoxious clause in the Dingley tariff that was countered 
by the Government of the Province of Ontario was inserted at the 
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instance of owners of sawmills in Michigan, who were dependent 
or partly dependent for saw logs on Ontario. Its purpose was to 
make it impracticable for the Government at Ottawa to retaliate 
for the duty of two dollars a thousand feet on manufactured 
lumber by imposing an export duty on saw logs. This Michigan 
clause was one of the "little jokers" of the Dingley Act; but 
unlike some others in the series of 1897, it failed of its purpose, 
and proved a boomerang for the men who had succeeded in tuck- 
ing it away in the tariff law. It provided that, " if any country 
or dependency shall impose an export duty upon saw logs, round 
unmanufactured timber, stave bolts, shingle bolts or heading bolts 
exported to the United States, or a discriminating charge upon 
boom sticks or chains used by American citizens in towing logs, 
the amount of such export duty, tax or other charge shall be added 
afe an additional duty " to the duties imposed upon the articles in 
this schedule of the Dingley tariff. 

Mr. Fordney, of Michigan, who is a member of the Committee 
of Ways and Means, has admitted the authorship of the amended 
clause which is now of the Payne Bill. It reads : " If any country, 
dependency or province, or other subdivision of government shall 
impose an export duty, or other export charge of any kind what- 
soever upon, or any discrimination against, any forest product 
exported to the United States, or if any country, dependency or 
province or other subdivision of government forbids or restricts 
the exportation of any forest product to the United States in any 
way there shall be imposed upon all of the forest products of 
such country, when imported into the United States, the duties 
prescribed in Section 3 of this Act* during the continuance of 
such export duties, charges, embargo, discrimination or restric- 
tion." 

The explanation of this amending clause in the Payne Bill is 
to be found in the policies of the Governments of Canada when 
they were confronted with the Michigan clause in the tariff of 
1897. The Michigan lumbermen conceived that they had made 
an export duty impracticable. To that extent they had provided 
against retaliation. But they had overlooked the fact that the 
older provinces of the Dominion have entire control over their 
Crown lands. Saw logs from Ontario for the Michigan mills are 
mostly cut on Crown lands, under conditions determined by the 
•The duties now levied under the Dingley Act. 
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Government at Toronto — conditions which can be varied from 
year to year when the timber limits are disposed of by public 
tender. Before the passage of the Dingley Act these conditions 
were comparatively few; and there was nothing in the contracts 
which prevented Michigan lumbermen from buying the limits, 
cutting logs and towing them to the sawmills on the American 
shores of the Lake. 

The Government at Ottawa could not impose an export duty 
without dislocating the Canadian lumber industry. But it was 
possible for the Government of the Province of Ontario to vary 
the conditions under which timber limits on Crown lands were 
sold, without throwing on the lumber industry of the Dominion 
the burden of the penalty of the Michigan clause in the Dingley 
Act. The Ottawa Government took no action; but the Toronto 
Government so changed the conditions of sale of timber limits as 
to compel all purchasers of limits to saw their logs within the 
Dominion of Canada. Michigan lumbermen drawing supplies of 
logs from Ontario resented the new condition, and brought suit 
against the Ontario Government. The action was carried from 
court to court, but in each court judgment was against the 
Michigan lumbermen; and since 1898, as the result of the new 
Crown-lands policy then adopted by the Ontario Government, 
numerous sawmills owned by Americans have been established in 
the lumber regions of the province in order that American holders 
of timber limits might comply with the only terms on which 
logs can now be cut on Crown lands in Ontario. Lumber so cut 
when imported into the United States has, of course, paid the 
high duties of the Dingley Act. 

The amended clause in the Payne Bill is intended to eliminate 
these conditions in the timber contracts for Crown lands in On- 
tario. But the policy adopted by the Ontario Government in 
1898 has had obvious advantages for the province. It is one of 
the most successful " made-in-Canada " movements ever embarked 
in by a Provincial Government. It has had the support of the 
people of Ontario; and, as the remodelled clause in the Payne 
Bill constitutes an unwarrantable interference with the policy 
deemed expedient by the Provincial Government in respect to its 
Crown lands, the enactment of this clause can only mean that the 
Dingley duties on lumber from Canada will be continued. 

Edwaed Porritt. 



